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Distribution Costs 


Among the gains of the war period, 
it has been suggested, is the education 
consumers have received in acceptance 
of products stripped down to their bare 
essentials. The fancy wrapping, the 
up-to-the-minute delivery, the extra gad- 
gets which add little to utility, it is 
said, need not reappear again in the 
postwar era, and the saving in costs 
which results can be passed on in the 
form of lower prices, which will help 
to achieve wider distribution. 


PUBLIC BUYS GLAMOR 


This may hold true in the immediate 
reconversion period, when consumers 
will still be hungry for goods. But I 
doubt very much whether the cost- 
cutting possibilities in this area will be 
very great when competition becomes 
hot again. . 

In the prosperous 20’s and the de- 
pression 30’s alike, the public has 
bought glamor. The inferior soap with 
the fancy wrapping, the jerry-built 
house with the lilac bathroom, the car 
with the largest number of gadgets on 
the dashboard have often outsold 
sturdier products. Unless public psy- 
chology has undergone an enormous 
change since the war. that tendency is 
not dead. 


SIMPLIFYING PRODUCT LINES 
Nevertheless, there are a number of 
ways in which the high cost of selling 
and distributing products can be cut 
without affecting the consumer at all. 
Simplification of the product line comes 





to mind immediately, but in spite of all 
that has been said about it, there are 
still a good many companies which have 
no idea where their best interests lie. 


A case cited at AMA’s last Marketing 
Conference, illustrates this point: 

. . One of the large wallpaper con- 
cerns manufactured more than 5,000 dif- 
ferent styles based on nearly 700 different 
patterns (a “style” being one color in a 
pattern). Analysis of the data covering 
sales of these 5,000 styles for one year dis- 
closed the following discouraging picture: 


1. More than 70 per cent of the individual 
styles sold in such small volume as to 
be unprofitable. 


. Only 20 per cent of the styles sold 
in a volume that could be considered 
fully satisfactory from a profit stand- 
point. 


. Five hundred of the styles-did not--sell 
at all—not a single roll during the 
year. 


SAVING OF $100,000 


In this case it was estimated that a 
very conservative reduction in the num- 
ber of styles would make possible a 
saving of $100,000 a year, principally 
through longer manufacturing runs, 
and partly through reduction in the 
cost of making the rollers used in 
printing. 

In another case cited at the confer- 
ence a wholesale house went from a 7 
per cent loss to a 12 per cent profit— 
merely by the discovery and elimination 
of wastes. One city was found, for ex- 
ample, in which sales costs amounted to 
over 80 per cent of sales volume in the 
current period. 


(Continued on page 3) 








TRENDS 
IN 


BUSINESS 


GENERAL OUTLOOK 

Hopeful signs exist that the civilian 
economy may be able to absorb workers 
released from war industry with fair 
rapidity. “Less than 50,000 workers 
have filed unemploymegt compensation 
claims since V-E day, even though more 
than 200,000 have been released from 
employment,” Business Week notes in 
its issue of June 16, adding that officials 
attribute this development primarily to 
the great capacity of non-war activities 
to absorb workers and to the tendency 
on the part of many workers to with- 
draw from the labor market. 

Employment in war industry is now 
14 per cent below what it was at the 
end of 1943—9,000,000 as against 10.- 
400,000. 

However, major curtailments in war 
employment are still to come, even in 
industries which already know the ex- 
tent to which they will be affected by 
cutbacks. One large war production 
firm, for example is down 30,000 from 
its war peak and expects to drop more 
than 100,000 others. eventually. 


PRODUCTION 

Industrial production, which rose 
steadily during the first three months of 
the year, dropped back slightly in 
April. 

The Federal Reserve Board’s index. of 
factory output was 245 in April, ten 
points under the figure for April, 1944. 
Total output during the first four 
months of this year was less than in the 
corresponding months of °44, and even 
slightly below the first four months of 
43. 

Sizable increases in output in April 
occurred. however, in the manufacture 
of electric steel, and in anthracite min- 


ing. 











CONSTRUCTION 
Total building permit values for 215 
cities (Dun & Bradstreet figures) rose 








Trends in Business 

(Continued) 
in May to $75,397,122. The rise was 
partly seasonal, of course, but permits 
issued in 214 cities (excluding New 
York, where the total represents plans 
filed and not actual permits) were 48.3 
per cent above the same month a year 
ago. 

The U. S. Department of Labor esti- 
mates that the volume of construction 
work will amount to $7,900,000,000 
during the first year after the defeat of 
Japan, rising in the next few years to 
$12.000,000.000. 


COMMODITY PRICES 

Stimulated by the increase in prices 
of agricultural products, commodity 
prices attained a new wartime peak in 
May. The mild irregular advance con- 
tinued through mid-June, when prices 
were about 2 per cent above last year. 
The Dun & Bradstreet wholesale price 
index for 30 basic commodities was up 
to 177.5 on June 14, and again on June 
18, the highest figure in a decade. 


FEDERAL EXPENDITURES 

There is general acceptance of the 
view that federal expenditures will be 
higher postwar than they were prewar, 
estimates usually placing the annual 
figure between $15,000,000,000 and 
$25,000,000,000. 

If the experience following other 
wars obtains, however, these estimates 
may be too conservative. Figures cited 
by the Cleveland Trust Company indi- 
cate that every war in which the nation 
has engaged has resulted in a vast in- 
crease in federal expenditures in peace- 
time. In the first ten years following 
the Civil War and in the first ten years 
following World War I, expenditures 
were more than five times the prewar 
amounts. Even the Spanish American 
War was followed by an increase of 67 
per cent. 

“In the ten years just before this 
war,” the bank’s bulletin remarks, “they 
[federal expenditures] averaged about 
$7,800,000,000 a year. Experience in- 
dicates that it is going to be difficult 
indeed to hold them down to two or 
three times that amount after peace 
returns.” 
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TESTS AND LABOR SUPPLY 


The passing scores on industrial tests 
should take into account the relative 
size of the current labor market as well 
as the relationship between the tests 
and success on the job, Dr. Morris S. 
Viteles, Professor of Psychology at the 
University of Pennsylvania, and Direc- 
tor of Personnel Research and Training, 
Philadelphia Electric Company, pointed 
out at the Local Personnel Conference 
in New York, April 11-12. 

“Passing scores set when the labor 
market is ‘free’ cannot be maintained 
when it becomes tight,” Dr. Viteles said. 
“Industry has tended to drop tests com- 
pletely . . . or has lowered the passing 
score without adequate consideration of 
the effect upon efficiency of prediction 
of varying departures from the original 
passing score. 

“In a number of instances in the 
military application of psychology, 
steps have been taken to establish in 
advance for each battery of tests a 
series of cut-off points with known pre- 
dictive efficiencies which can be applied 
under varying conditions of personnel 
supply. Such procedures can be em- 
ployed to advantage by industry in 
making the best use of the reservoir of 
available labor. As has been 
pointed out in a recent analysis by 
Professor H. M. Johnson, Tulane Uni- 
versity, the point at which the passing 
score is to be set is a practical issue 
which can be met simply by a series of 
tables from which can be determined 
the number of applicants required to 
obtain 100 employees at various levels 
of working proficiency. Here is a tool. 
not generally used in industry, which 
can be employed to advantage by the 
personnel department to obtain maxi- 
mum returns in the way of superior 
employees under varying labor market 
conditions.” 


UNION MEMBERSHIP 
Union membership increased from 


8,500,000 in 1940 to 13,750,000 in 
1944. according to figures given by Al- 
mon E. Roth, President, National Fed- 
eration of American Shipping, Inc., 
who spoke on “War’s Impact on Labor 
Relations” at the Local Personnel Con- 
ference, June 14-15, in Chicago. Aver- 
age annual membership was 2.687.000 
in 1914, and increased to 3,467.000 in 
1918 and to 5,047,000 in 1920. The 
low between wars was 2.970,000 in 
1933. 





“In a recent report by the U. S. 


Bureau of Labor Statistics,” Mr. Roth 


said, “it is estimated that: approxi- 
mately 3014, million workers are em- 
ployed in occupations which unions are 
actively engaged in organizing and in 
which they are seeking to obtain writ- 
ten agreements. Some 1444 million 
were employed under collective bar- 
gaining contracts in January, 1945. 
This figure represents an increase in 
union agreement coverage for the year 
1944 of over a half million workers, 
which was equivalent to a 4.5 per cent _ 
increase in the proportion of employed 
workers covered by union agreements. 

“It is interesting to note from this 
report that the percentages of coverage 
vary from a low of approximately 10 
per cent in the dairy products industry 
to a high of over 95 per cent of the coal 
mining, maritime and longshoring, and 
railroad employees. including clerical 
and supervisory personnel. 

PERSONNEL WORK 

In the sellers’ market for labor which 
has existed during the war, employers 
have competed with one another in 
making concessions “which may plague 
them for years to come,” Robert S. 
Newhouse, Industrial Relations Coun- 
selors, Inc., declared at the Local Per- 
sonnel Conference in Chicago. 

“A new generation of so-called per- 
sonnel men has sprung up during the 
war,” Mr. Newhouse said, “men who 
conceive industrial relations to consist 
primarily of issuing B gas coupons, 
counseling unhappy wives, scouting for 
employees, and circumventing govern- 
ment regulations.” 


COLLECTIVE BARGAINING 

Are employee benefits—such matters 
as insurance coverage and pensions— 
properly within the scope of collective 
bargaining? 

No, say many management authori- 
ties, the granting of such benefits is a 
“management prerogative” which should 
not be infringed or given away. 

Discussion of this point at the Local 
Personnel Conference in New York, 
April 11-12, brought out that there is 
something to be said on the other side— 
and from management’s viewpoint at 
that. 

Such benefits cost money, it was 
noted, and thus constitute trading 
points: If they are subject to collective 
bargaining, the union may find it neces- 
sary to give a quid pro quo. 


. 


: 
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Annual Reports to Employees 


e How worthwhile is the practice of is- 


suing annual reports to employees? 
Results of a recently completed sur- 
vey, made by an industrial company 
with a view to improving its own re- 
ports, would seem to indicate that em- 
ployees are, for the most part, 
completely apathetic toward this type of 
publication: “Not one company stated 
that it knew of any favorable reaction 
resulting from its reports. Some even 
went so far as to say that when they 
discontinued the practice of reporting, 
they had not heard of even one instance 
of regret on the part of an employee.” 


RESULTS OF SURVEY - 

The survey covered 72 companies, 
chosen from a much larger list because 
they were believed to issue some form 
of annual report to employees. Analy- 
sis of the 72 replies revealed that the 
companies fell into five broad groups, 
as follows: 

1. Those that issued special publica- 
tions reporting to employees on 
the previous year’s business........14 

2. Those that followed the practice 
of sending the regular stock- 
holders’ report to all em- 
ployees - 14 

3. Those that made complete or par- 
tial reports on the previous 
year’s results to their employees 
through the medium of house 
organs or employee publica- 
REE Sartre OME er 16 

4. Those which had formerly 
reported to their employees 
through special publications but 
had discontinued the practice for 
VATIOUS TEASONS ....ccccssccsssssesssesssense 17 
Those which replied simply that 
they did not report to their em- 
ployees, or that they had never 
done so eB. 11 








on 





“The trend,” the survey report 
notes, “seems to be definitely away from 
using special publications for annual 
reports to employees, especially in re- 
porting on financial results. A 
number of companies issue special 
publications once a year, reporting to 
their employees on matters of interest 


accomplishment, but make no ref- 
e 


rence to financial results. Others 

called attention to the large number of 
their employees who were stockholders 
and would. therefore, receive the regu- 
lar report. 





SOME COMMENTS 


“Specific comments may better indi- 
cate the possible reasons for the trend, 
and why other media, such as house 
organs and the regular annual report, 
are being used to a greater extent than 
special publications: 


After making many studies of annual 
reports, it was decided to lay emphasis on 
the importance of writing our reports in 
“English,” making them understandable 
to the common man who is the stock- 
holder, and thus understandable to the 
employee. 


At one time we did publish a form of 
income account in layman’s language in 
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our employee magazine, but when we dis- 
continued the practice of issuing annual 
reports in the usual statistical form, we 
discontinued direct reporting to the em- 
ployees, as there seemed to be little to 
gain in issuing such special reports. We 
have no way of knowing to what extent 
employees avail themselves of the privilege 
of securing copies of our regular reports, 
but I do not think any considerable num- 
ber do today. 


For several years, we did issue special 
editions of our annual report. However, 
for the last two years we have discon- 
tinued this. Frankly, the special report 
apparently did little good: What comments 
we now make directly to the employees 
on our financial reports are made through 
the medium of our monthly employee 
publication. 


Our president, who shows a deep inter- 
est in this whole subject, holds annual 
meetings with supervisory people to ex- 
plain the year’s operations, but we make 
no attempt to reach them with printed 
material. 


The Presidents Scratch-Pad 


(Continued from page 1) 


PACKAGE DESIGN 


Again, enormous savings can be 
achieved in shipping space by redesign- 
ing packages, and without sacrificing 
any of the eye-appeal so dear to the 
sales department. As Lieutenant Wal- 
ter T. Sheldon, SC. USNR, of the Naval 
Clothing Depot, in Brooklyn, N. Y., 
pointed out at the Packaging Confer- 
ence: 


A container is to be designed for a bot- 
tle of flavoring extract. Its shape deter- 
mines the cell size, which, in turn, controls 
the size of the shipping container. It is 
sheer coincidence if the available loading 
area is a multiple of the container area 
when the container is placed in its proper 
position, i.e., topside up. Usually loads 
are filled out by placing such containers 
on side or on end. Containers so stowed 
are called upon to survive shocks for which 
they are not designed. 

By inverse procedure, the size of the 
shipping container should be determined 
first by considering the best possible utili- 
zation of the available stowage and trans- 
portation cube. The cell size is then 
determined from the dimensions of the 
shipping container. Finally, merchandis- 
ing men design the bottle to fit the cell. 
Since only two dimensions must remain 
constant, the third can be varied to ac- 
commodate the required measures and 
quantities as well as to satisfy the artist’s 
viewpoint. 


There are many arguments to justify 
costs arising out of the dolling up of the 
product, except where that product has 
become so highly refined and dressed 
up that an unreasonable percentage is 
added to the cost. But there are few to 





justify wastes of the type I have 
described here. 

Cutting such wastes is not, however, 
a one-shot proposition. They must be 
pruned regularly, because they tend to 
grow back every time management’s 
back is turned. 


Note: Last month’s “Scratch-Pad”’ 
contained a typographical error which 
unfortunately changed the meaning of 
one sentence entirely: “A public rela- 
tions job for a company simply consists 
in living right and telling people about 
it—and the latter is much more im- 
portant than the former.” This should, 
of course, have read: “. . . and the 
former is much more important than 
the latter.” 


Lb & boca 


AMA Study of Selection 
of Salesmen Reprinted 


A new printing has been made of 
AMA’s Supplementary Marketing Ser- 
ies No. 1: “Tests and Personal History 
Ratings in the Selection of Salesmén: 
A Survey of Management Experience 
and Opinion.” 

Copies are now available from AMA 
Headquarters, 330 West 42nd Street, 
New York City. 
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Association Officers and Directors 
Are Named at Meetings in Chicago 


Keith S. McHugh, Executive Committee Chairman 


The names of a group of executives representing every phase of management 
in leading industries in the United States have been announced as the new officers 
and directors of the American Management Association. 


William L. Batt, Vice Chairman of 
the War Production Board, and Presi- 
dent of SKF Industries, Inc., will con- 
tinue as Chairman of the Board of the 
Association; Thomas Roy Jones, Presi- 
dent, American Type Founders, Inc., 
will be Vice Chairman; and Alvin E. 
Dodd continues as President. Keith S. 
McHugh, Vice President, American 
Telephone & Telegraph Company be- 
comes Chairman of the Executive Com- 
mittee of the Association. 


Other officers of the Association are: 
Chairman of the Finance Com- 
mittee—Harold V. Coes, Vice 
President, Ford, Bacon, & Davis 
Inc. 

Treasurer—James L. Madden. 
Third Vice President, Metropoli- 
tan Life Insurance Company 
Secretary—Henry J. Howlett 
Editor and Assistant Secretary— 
James O. Rice 


Vice Presidents: 


Office Management—I. O. Royse, 
General Office Manager, Ralston 
Purina Company 
Personnel—Guy B. Arthur, Jr.. 
Vice President and Director, The 
American Thread Company 
Production—L. C. Hill, Works 
Manager, Eagle Pencil Company 
Finance and Accounts — Dr. 
Jules I. Bogen, Editor, The Jour- 
nal of Commerce 


Insurance—I. M. Carpenter, 


Manager, Insurance Department, 
Ebasco Services, Inc. 
Packaging—Albert W. 
President, Container 
Laboratories 


Luhrs, 
Testing 


Directors: 

Don G. Mitchell, Vice President 
in Charge of Sales, Sylvania 
Electric Products, Inc. 

Henry E. Niles, Vice President, 
The Baltimore Life Insurante 
Company 





Henry C. Perry, Treasurer, Hey- 
wood-Wakefield Company 
Erwin H. Schell, Department of 
Business and Engineering Ad- 
ministration, Massachusetts In- 
stitute of Technology 

Ivan L. Willis, Director of Indus- 
trial Relations, Curtiss-Wright 
Corporation 

L. C. Stowell, President, Under- 
wood Corporation 

Earl M. Richards, Vice President 
in Charge of Operations, Repub- 
lic Steel Corporation 

William D. Winter, President, 
Atlantic Mutual Insurance Com- 
pany 

George A. Mohlman, President. 
Package Machinery Company 
Ernest F. Rumpf, 
Georgeson & Company 


Partner, 


New directors were elected at the an- 
nual meeting held at the Palmer House. 
Chicago, on June 14, following sessions 
of the Local Personnel Conference. 
Officers were elected at a Board meet- 
ing the following day. 


New Chairman 


KEITH S. MCHUGH 


Mr. McHugh, Vice President, American 
Telephone & Telegraph Company, was 
chosen Chairman of the Executive Com- 
mittee of the AMA at a Board of Directors 
meeting on June 15. 





$50 Executives Attend®. 


Personnel Conference 
In Chicago June 14-15 


Industrial Relations Problems 
of Coming Months Discussed 


More than 850 industrial relations 
executives attended AMA’s Local Per- 
sonnel Conference held June 14-15 in 
Chicago. Because of ODT restrictions, 
attendance was limited to those living 
or working in the Chicago area. 

Among the conclusions advanced by 
speakers were the following: 

Union demands for the closed shop 
and the union shop will become more 
insistent in the postwar period. 

Prosperity in the immediate postwar 
period is almost unavoidable, but long- 
run conditions are a different matter. 
Too much regulation of labor relations 
might contribute to stagnation, and the 
country might enter a long period char- 
acterized by a large body of permanent 
unemployment. 

Paternalistic devices adopted during 
the war to attract and hold workers 
must be discarded, since they gain only 
momentary advances. But increased 
pressure for employee ‘insurance and 
similar benefits can be expected. 

It may be that the present disadvan- 
tages from the management viewpoint 
of industry-wide bargaining outweigh 
the advantages. But there is evidence 
to indicate that as time goes on an 
equilibrium tends to develop. 


Local Personnel Groups 

To comply with requests from AMA 
members for information about local 
personnel and industrial relations as- 
sociations throughout the country, the 
Association is planning to compile a 
directory of local personnel groups for 


early publication in PERSONNEL. Such 
groups are urged to cooperate by send- 
ing their names, addresses, lists of of- 
ficers, and any available descriptive 
material on their functions and activi- 
ties to AMA headquarters. It would 
also be appreciated if bulletins, press 
releases, and other material issued by @ 
local associations were sent regularly to 
AMA. 

All material should be addressed to 
the Editor, American Management As- 
sociation. 330 West 42nd Street, New 
York 18, N. Y. 











